CALIFORNIA PUBLICUTILITIES BILL ANALYSIS
COMMISSION

BILL SUMMARY

AB 2663 (Wyman) — Gas and electricity: baseline quantities and rates
Asintroduced

Recommendation: Oppose

Summary: Existing law requires the Commission to designate, provide and periodically approve arate structure for
abaseline quantity of gas and electricity necessary to supply the reasonable energy needs of the average residential
customer. The Commission is required to take into account climatic and seasonal variations in consumption and the
availability of gas service. This measure imposes the additional requirement that the Commission designate a
baseline quantity for average senior residential customers.

Analysis: Thisbill amends Section 739 of the Public Utilities Code and Section 80110 of Water Code, relating to
energy, to additionally require a baseline quantity of gas and electricity for senior residential customers. We believe
this bill isunnecessary. Under existing law, customers with medical concerns are covered by additional baseline
allowances, and athough the requirements are not age-based as specified in the proposed statute, the way in which
the bill is crafted precludes the inclusion of customers who, although senior in age, may not need additional baseline
allowances. PU Code Section 739 (b)(1-6), provides a standard allowance plus an additional 500 kWh per month of
electricity and 25 therms of gas, in addition to the baseline quantity of gas and electricity, for specified residential
customers (i.e. those on life-support equipment, including emphysema and pulmonary patients, paraplegic and
quadriplegic patients, scleroderma patients, those patients with compromised immune system, etc.) Depending on a
needs assessment, additional allowances are available as well under existing programs.

Additionally, we find that the costs associated with this method of rate relief for seniorsis prohibitive. Based on the
our Commission staff experienceit is often difficult to cal culate the differentials in energy needs of seniors (due to
mitigating factors such as income and health related concerns) ; and verification of continued residence,

qualification and the updating and revision of data necessary to ensure compliance with the law would be financially
prohibitive. The bill provides no method for ensuring that the information provided by households could be counted
on areliable nor does it contemplate any methodology (or direct the CPUC to determinge) for the determination of
the age, state of health and income of seniors. Our preliminary determination is that this assessment would be

overly complex and expensive.

Comments: The Commission is currently reviewing the plight of the baseline rate on all classes of customersin
OIR 01-05-047. We believe the approach outlined in this bill would constitute a burden on the utilities responsible
for the bill’ s implementation, for the following reasons:

The development and implementation of mechanisms to assess age-based customer eligibility and servicing would
be administratively burdensome and financially costly. PG&E, for example, has 4.5 million electric and gas-only
accounts. Inaclosely related issue [to ascertain the number of people in a household], it has estimated the annual
ongoing administrative costs associated with such data to be about $14 million, plus costs to set up new systems and
educate customers about it. [See PG&E's Phase 2 Prehearing Conference Statementsin Baseline OIR 01-05-047].

Baseline rates were established by the Legidature to encourage conservation efforts, a goal echoed by the
Commission recently set forth in its 2001 Rate Stabilization Plan [RSP] surcharge rulings and decisions.. In light of
the energy crisis, it has become atool by affected groups to ensure the lowest possible energy costs. Thetiered rate
structure of baseline rates may or may not serve the dual purpose of rate relief and energy conservation, but the
baseline vehicle' s use for this dual purposeis clearly out of line with its original intent.

Contact: Bill Julian, Director bj2@cpuc.ca.gov
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Date: March 8, 2002
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BILL LANGUAGE

Bl LL NUMBER: AB 2663 | NTRODUCED
Bl LL TEXT

| NTRODUCED BY  Assenbly Menber Wnan
(Coaut hors: Assenbly Menbers Dickerson, Mountjoy, and Robert
Pacheco)

FEBRUARY 22, 2002

An act to anend Section 739 of the Public Utilities Code, and to
amend Section 80110 of the Water Code, relating to energy.

LEG SLATI VE COUNSEL' S DI GEST

AB 2663, as introduced, Wman. Gas and electricity: baseline
gquantities and rates.

(1) The Public Utilities Act requires the comm ssion to designate
a baseline quantity of gas and electricity, as defined, which is
necessary to supply a significant portion of the reasonabl e energy
needs of the average residential customer. The act requires the
conmi ssion, in establishing the baseline quantities, to take into
account climatic and seasonal variations in consunption and the
avai lability of gas service. The act requires that electrical and
gas corporations file rates and charges, to be approved by the
conmi ssion, providing baseline rates. Under the act the conmi ssion
in establishing baseline rates, is required to avoi d excessive rate
i ncreases for residential custoners. The act also requires the
conmi ssion to review and revise baseline quantities.

This bill would additionally require the conm ssion to designate a
basel i ne quantity of gas and electricity for average senior
residential customers. |In estimating those quantities, the

conmi ssion would be required to take into account differentials in
energy needs resulting from seniors spending a di sproportionate
amount of tine in their residences and their increased heating and
cooling needs as a result of health problenms. The comri ssion woul d
al so be required, in approving the baseline rates filed by electrica
and gas corporations so as to avoid excessive rate increases, to
consi der that seniors are often on fixed incomes and have increased
heating and cooling needs as a result of health problens.

A violation of the Public Utilities Act is a crime. This bill by
requi ring new duti es under that act would change the definition of a
crime and thus, inpose a state-nmandated |ocal program

(2) Existing | aw authorizes the Departnment of Water Resources to
enter into contracts for the purchase of electric power and pernits
t he department through rates and charges to recover its electric
procurenent costs and to repay bonds issued to finance the departnent’
s purchases of electric power. The commi ssion fixes the rates and
charges sufficient for the departnent to recover its electric power
procurenent costs. In fixing rates and charges sufficient for the
department to recover its electric procurenment costs, the comm ssion
is prohibited fromincreasing charges for residential custoners for
basel i ne quantities or usage by those custonmers of up to 130 percent
of existing baseline quantities in effect on February 1, 2001

This bill would prohibit the comm ssion fromincreasing charges



for residential customers for baseline quantities or usage by those
custonmers of up to 130 percent of baseline quantities, to reflect the
addition of a separate baseline for average senior residentia
cust oners.

(3) The California Constitution requires the state to reinburse
| ocal agencies and school districts for certain costs mandated by the
state. Statutory provisions establish procedures for naking that
rei mbur sement .

This bill would provide that no reinbursement is required by this
act for a specified reason.

Vote: mmjority. Appropriation: no. Fiscal conmttee: yes.
St at e- mandat ed | ocal program yes.

THE PEOPLE OF THE STATE OF CALI FORNI A DO ENACT AS FOLLOWE:

SECTION 1. Section 739 of the Public Utilities Code is anended to
read:

739. (a) The comm ssion shall designate a baseline quantity of
gas and electricity which is necessary to supply a significant
portion of the reasonable energy needs of the average and
average senior residential custoner. |In estinmating those
gquantities, the comm ssion shall take into account differentials in
ener gy needs between custoners whose residential energy needs are
currently supplied by electricity alone or by both electricity and
gas. The conmi ssion shall devel op a separate baseline quantity for
all-electric residential custoners. For these purposes,
"all-electric residential customers"” are residential customers having
el ectrical service only or whose space heating is provided by
electricity, or both. In estimating those quantities for
average senior residential customers, the comm ssion shall take into
account differentials in energy needs resulting fromseniors spendi ng
a disproportionate anount of time in their residences and increased
heating and cooling needs as a result of health problens factoring
out the specific health problens in subdivision (b). The
conmi ssion shall also take into account differentials in energy use
by climatic zone and season.

(b) (1) The commi ssion shall establish a standard Iimted
al | owance which shall be in addition to the baseline quantity of gas
and electricity for residential custonmers dependent on |ife-support
equi prent, including, but not limted to, enphysena and pul nonary
patients. A residential customer dependent on |ife-support equi pnent
shal |l be given a higher energy allocation than the average
resi dential customer.

(2) "Life-support equipnent” means that equi pnent which utilizes
nechani cal or artificial means to sustain, restore, or supplant a
vital function, or nechanical equi pnment which is relied upon for
mobility both within and outside of buildings. "Life-support
equi prent," as used in this subdivision, includes all of the
following: all types of respirators, iron lungs, henodi alysis
machi nes, suction nachines, electric nerve stinulators, pressure pads
and punps, aerosol tents, electrostatic and ultrasonic nebulizers,
conpressors, | PPB machines, and notorized wheel chairs.

(3) The Iimted additional allowance shall also be nade avail abl e
to parapl egi c and quadripl egi ¢ persons in consideration of the
i ncreased heating and cooling needs of those persons.

(4) The limted additional allowance shall also be nmade avail abl e
to multiple sclerosis patients in consideration of the increased
heating and cool i ng needs of those persons.

(5) The Iimted additional allowance shall also be nade avail abl e
to scleroderma patients in consideration of the increased heating



needs of those persons.

(6) The Iimted all owance shall al so be nade avail able to persons
who are being treated for a life-threatening illness or have a
conprom sed i mmune system provided that a |licensed physician and
surgeon or a person |licensed pursuant to the Osteopathic Initiative
Act certifies in witing to the utility that the additional heating
or cooling allowance, or both, made avail able pursuant to this
subdivision is medically necessary to sustain the life of the person
or prevent deterioration of the person's nedical condition

(c¢) (1) The comm ssion shall require that every electrical and gas
corporation file a schedule of rates and charges providi ng baseline
rates. The baseline rates shall apply to the first or |owest bl ock
of an increasing block rate structure which shall be the baseline
quantity. In establishing these rates, the conm ssion shall avoid
excessive rate increases for residential customers, and shal
establish an appropriate gradual differential between the rates for
t he respective bl ocks of usage. In establishing the baseline
quantity for seniors, the conm ssion shall additionally consider that
seniors are often on fixed incones and have i ncreased heating and
cooling needs as a result of health problens.

(2) In establishing residential electric and gas rates, including
basel ine rates, the conm ssion shall assure that the rates are
sufficient to enable the electrical corporation or gas corporation to
recover a just and reasonable anpbunt of revenue fromresidentia
custonmers as a class, while observing the principle that electricity
and gas services are necessities, for which a |low affordable rate is
desirabl e and while observing the principle that conservation is
desirable in order to maintain an affordable bill.

(3) At least until Decenber 31, 2003, the conmission shall require
that all charges for residential electric customers are volunetric,
and shall prohibit any electrical corporation frominposing any
charges on residential consunption that are independent of
consunption, unless those charges are in place prior to the effective
date of the act that added this paragraph.

(d) As used in this section

(1) "Baseline quantity" means a quantity of electricity or gas for
residential customers to be established by the conm ssion based on
from50 to 60 percent of average and average senior
resi dential consunmption of these comodities, except that, for
residential gas custoners and for all-electric residential customers,
t he baseline quantity shall be established at from60 to 70 percent
of average residential consunption during the winter heating season
In establishing the baseline quantities, the conm ssion shall take
into account climatic and seasonal variations in consunption and the
avai lability of gas service. The comm ssion shall review and revise
basel i ne quantities as average consunption patterns change in order
to maintain these ratios.

(2) "Residential customer" means those custoners receiving
el ectrical or gas service pursuant to a donmestic rate schedule and
excludes industrial, comrercial, and every other category of
cust omer .

(e) Whol esal e electrical or gas purchases, and the rates charged
therefor, are exenpt fromthis section

(f) Nothing contained in this section shall be construed to
prohi bit experinentation with alternative gas or electrical rate
schedul es for the purpose of achieving energy conservation

SEC. 2. Section 80110 of the Water Code is amended to read:

80110. The department shall retain title to all power sold by it
to the retail end use custoners. The departnent shall be entitled to
recover, as a revenue requirement, anpunts and at the tines necessary
to enable it to conply with Section 80134, and shall advise the
conmi ssion as the departnent deternmines to be appropriate. Such



revenue requirenents may al so include any advances made to the
department hereunder or hereafter for purposes of this division, or
fromthe Department of Water Resources Electric Power Fund, and
CGeneral Fund nmoneys expended by the departnment pursuant to the
CGovernor's Energency Proclamation dated January 17, 2001. For
purposes of this division and except as otherw se provided in this
section, the Public UWility Conmission's authority as set forth in
Section 451 of the Public UWilities Code shall apply, except any just
and reasonabl e revi ew under Section 451 shall be conducted and
determ ned by the departnment. The conmi ssion nay enter into an
agreenment with the departnent with respect to charges under Section
451 for purposes of this division, and that agreenment shall have the
force and effect of a financing order adopted in accordance with
Article 5.5 (commencing with Section 840) of Chapter 4 of Part 1 of
Division 1 of the Public Wilities Code, as determ ned by the
conmi ssion. In no case shall the conmi ssion increase the electricity
charges in effect on the date that the act that adds this section
becomes effective for residential custoners for —existing

baseline quantities or usage by those customers of up to

130 percent of —existing— baseline quantities, unti
such tinme as the departnent has recovered the costs of power it has
procured for the electrical corporation's retail end use custoners as
provided in this division. After the passage of such period of tine
after the effective date of this section as shall be determ ned by
the conm ssion, the right of retail end use custoners pursuant to
Article 6 (comrencing with Section 360) of Chapter 2.3 of Part 1 of
Division 1 of the Public Wilities Code to acquire service from ot her
provi ders shall be suspended until the department no | onger supplies
power hereunder. The departnent shall have the same rights with
respect to the paynent by retail end use custoners for power sold by
t he departnent as do providers of power to such custoners.

SEC. 3. No reinbursenent is required by this act pursuant to
Section 6 of Article XIIIB of the California Constitution because the
only costs that may be incurred by a | ocal agency or school district
wi Il be incurred because this act creates a new crime or infraction
elimnates a crinme or infraction, or changes the penalty for a crine
or infraction, within the neaning of Section 17556 of the Governnent
Code, or changes the definition of a crime within the neani ng of
Section 6 of Article XI11B of the California Constitution



